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18 CFR Ch. XIII (4–1–16 Edition) § 1314.4 

§ 1314.4 Law governing the rights and 
obligations of TVA and Reserve 
Banks; law governing the rights of 
any Person against TVA and Re-
serve Banks; law governing other 
interests. 

(a) Except as provided in paragraph 
(b) of this section, the following rights 
and obligations are governed solely by 
the book-entry regulations contained 
in this part 1314, the Securities Docu-
mentation (but not including any 
choice of law provisions in such docu-
mentation), and Reserve Bank Oper-
ating Circulars: 

(1) The rights and obligations of TVA 
and Reserve Banks with respect to: 

(i) A Book-entry TVA Power Secu-
rity or Security Entitlement; and 

(ii) The operation of the Book-entry 
System as it applies to TVA Power Se-
curities; and 

(2) The rights of any Person, includ-
ing a Participant, against TVA and Re-
serve Banks with respect to: 

(i) A Book-entry TVA Power Secu-
rity or Security Entitlement; and 

(ii) The operation of the Book-entry 
System as it applies to TVA Power Se-
curities. 

(b) A security interest in a Security 
Entitlement that is in favor of a Re-
serve Bank from a Participant and that 
is not recorded on the books of a Re-
serve Bank pursuant to § 1314.5(c) is 
governed by the law (not including the 
conflict-of-law rules) of the jurisdic-
tion where the head office of the Re-
serve Bank maintaining the Partici-
pant’s Security Account is located. A 
security interest in a Security Entitle-
ment that is in favor of a Reserve Bank 
from a Person that is not a Partici-
pant, and that is not recorded on the 
books of a Reserve Bank pursuant to 
§ 1314.5(c), is governed by the law deter-
mined in the manner specified in para-
graph (d) of this section. 

(c) If the jurisdiction specified in the 
first sentence of paragraph (b) of this 
section is a State that has not adopted 
Revised Article 8, then the law speci-
fied in paragraph (b) of this section 
shall be the law of that State as 
though Revised Article 8 had been 
adopted by that State. 

(d) To the extent not otherwise in-
consistent with this part 1314, and not-
withstanding any provision in the Se-

curities Documentation setting forth a 
choice of law, the provisions set forth 
in 31 CFR 357.11 regarding law gov-
erning other interests apply and should 
be read as though modified to effec-
tuate the application of 31 CFR 357.11 
to Book-entry TVA Power Securities. 

[62 FR 920, Jan. 7, 1997; 62 FR 8619, Feb. 26, 
1997, as amended at 62 FR 29288, May 30, 1997] 

§ 1314.5 Creation of Participant’s Secu-
rity Entitlement; security interests. 

(a) A Participant’s Security Entitle-
ment is created when a Reserve Bank 
indicates by book-entry that a Book- 
entry TVA Power Security has been 
credited to a Participant’s Security 
Account. 

(b) A security interest in a Security 
Entitlement of a Participant in favor 
of the United States to secure deposits 
of public money, including without 
limitation deposits to the Treasury tax 
and loan accounts, or other security in-
terest in favor of the United States 
that is required by Federal statute, 
regulation or agreement, and that is 
marked on the books of a Reserve 
Bank, is thereby effected and per-
fected, and has priority over any other 
interest in the securities. Where a se-
curity interest in favor of the United 
States in a Security Entitlement of a 
Participant is marked on the books of 
a Reserve Bank, such Reserve Bank 
may rely, and is protected in relying, 
exclusively on the order of an author-
ized representative of the United 
States directing the transfer of the se-
curity. For purposes of this paragraph, 
an ‘‘authorized representative of the 
United States’’ is the official des-
ignated in the applicable regulations or 
agreement to which a Reserve Bank is 
a party governing the security inter-
est. 

(c) TVA and Reserve Banks have no 
obligation to agree to act on behalf of 
any Person or to recognize the interest 
of any transferee of a security interest 
or other limited interest in favor of 
any Person except to the extent of any 
specific requirement of Federal law or 
regulation or to the extent set forth in 
any specific agreement with the Re-
serve Bank on whose books the interest 
of the Participant is recorded. To the 
extent required by such law or regula-
tion or set forth in an agreement with 
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Tennessee Valley Authority § 1314.8 

a Reserve Bank or in a Reserve Bank 
Operating Circular, a security interest 
in a Security Entitlement that is in 
favor of a Reserve Bank or a Person 
may be created and perfected by a Re-
serve Bank marking its books to record 
the security interest. Subject to para-
graph (b) of this section with respect to 
a security interest in favor of the 
United States, a security interest in a 
Security Entitlement marked on the 
books of a Reserve Bank shall have pri-
ority over any other interest in the se-
curities. 

(d) In addition to the method pro-
vided in paragraph (c) of this section, a 
security interest, including a security 
interest in favor of a Reserve Bank, 
may be perfected by any method by 
which a security interest may be per-
fected under applicable law as de-
scribed in § 1314.4(b) or (d). The perfec-
tion, effect of perfection or non-perfec-
tion, and priority of a security interest 
are governed by such applicable law. A 
security interest in favor of a Reserve 
Bank shall be treated as a security in-
terest in favor of a clearing corpora-
tion in all respects under such law, in-
cluding with respect to the effect of 
perfection and priority of such security 
interest. A Reserve Bank Operating 
Circular shall be treated as a rule 
adopted by a clearing corporation for 
such purposes. 

[62 FR 920, Jan. 7, 1997; 62 FR 4833, Jan. 31, 
1997; 62 FR 8619, Feb. 26, 1997] 

§ 1314.6 Obligations of TVA. 
(a) Except in the case of a security 

interest in favor of the United States 
or a Reserve Bank or otherwise as pro-
vided in § 1314.5(c), for the purposes of 
this part 1314, TVA and Reserve Banks 
shall treat the Participant to whose se-
curities account an interest in a Book- 
entry TVA Power Security has been 
credited as the Person exclusively enti-
tled to issue a transfer message, to re-
ceive interest and other payments with 
respect thereof, and otherwise to exer-
cise all the rights and powers with re-
spect to such security, notwith-
standing any information or notice to 
the contrary. Neither TVA nor the Re-
serve Banks are liable to a Person as-
serting or having an adverse claim to a 
Security Entitlement or to a Book- 
entry TVA Power Security in a Par-

ticipant’s Security Account, including 
any such claim arising as a result of 
the transfer or disposition of a Book- 
entry TVA Power Security by a Re-
serve Bank pursuant to a transfer mes-
sage that the Reserve Bank reasonably 
believes to be genuine. 

(b) The obligation of TVA to make 
payments with respect to Book-entry 
TVA Power Securities is discharged at 
the time payment in the appropriate 
amount is made as follows: 

(1) Interest or other payments on 
Book-entry TVA Power Securities are 
either credited by a Reserve Bank to a 
Funds Account maintained at such 
bank or otherwise paid as directed by 
the Participant. 

(2) Book-entry TVA Power Securities 
are redeemed in accordance with their 
terms by a Reserve Bank withdrawing 
the securities from the Participant’s 
Security Account in which they are 
maintained and by either crediting the 
amount of the redemption proceeds, in-
cluding both principal and interest, 
where applicable, to a Funds Account 
at such bank or otherwise paying such 
principal and interest as directed by 
the Participant. No action by the Par-
ticipant ordinarily is required in con-
nection with the redemption of a Book- 
entry TVA Power Security. 

[62 FR 920, Jan. 7, 1997; 62 FR 8619, 8620, Feb. 
26, 1997] 

§ 1314.7 Liability of TVA and Reserve 
Banks. 

TVA and the Reserve Banks may rely 
on the information provided in a trans-
fer message and are not required to 
verify the information. TVA and the 
Reserve Banks shall not be liable for 
any action taken in accordance with 
the information set out in a transfer 
message or evidence submitted in sup-
port thereof. 

[62 FR 920, Jan. 7, 1997; 62 FR 4833, Jan. 31, 
1997] 

§ 1314.8 Identification of accounts. 
Book-entry accounts may be estab-

lished in such form or forms as custom-
arily permitted by the entity (e.g., De-
pository Institution, Securities Inter-
mediary, etc.) maintaining them, ex-
cept that each account established by 
such entity (other than a Reserve 
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